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IV, Stability of the Tito regime under the impact of the current ecovomic

crigis,

Basie Political and Feonorie Situetion in mid-19¢50.

1. Prior tc the current economic orisis in Yugoslavia, the Tito regime
bad Mgéﬁgﬁ% and economic equilibrium, A
1&?39 najority of the Yugoslav people, probably 75-80 percent of the total popu~
lation, remeined fundamentally opposed ‘o Comruniem as they bave experienced
it, The vigorous "clasz war® carried on by the Yugoslav Communist Farty in the
period afier the epnd of Vorld Var I1 left deep scars. In particular Tito's
collectivization of agricultuve, nationalization of industry, antl-Church cam-
paigns, and police-state technique of govermment bave been unpopular. In con-
junction with the scute shortage of consumer goods and the extremely low standard
of living in Yugoslavie f{still below prewar levels), these Comrunist proprams
and tactics caused widespread dissatisfaction with the Tito regime before the
development of the current economic crisls.

2. Toes Yugoslav population, neveriheless, bad come by 1950 to prefer the
Tite government as now oriented to any regime subjeet to ciose Soviet contirol,
Tito*s firm stand in the face of mounting Soviet-Satellite pressures has appealed
to the powerful rational pride of the Yugoslave, Cominlorm propagands bas
largely been discredited as a resull of its vituperative excesses, and Tito's
personal prestige has giown considerably, aven amceng opposition elerments in Yugo-
slavia. Remnants of former resistance groups, such as the Chetniks and Ustashi,
bave been liquidated or neuviraiized, and, at least until recently, internel
political resistance espreared to be waning, while the influence of emigre leaders
wag prorresgively diminisking., Yoreover, in response to the Cominform enti-Tito
campelign, the Belgrade Govermment bas made a stromg bid for increased popularity
by ipstituling a serles of asdministrative reforms, relaxing police controls to
sone extent; and confucting an official propeganda war ageinst Soviet "bureau-
cratle centralism® as ¢istinet from Tite's "derceratic socislism,”

3, In addition the Yugoslav economy as of wid-1950 bad rade g sireng re-
covery from the effeects of Torld "af 11 and had dermenstrated its ability to make
the essential readjustments reguired by the break with the USSR, Production in
the three principal segwments of the economy ~- agricvlture, forestry, and none

(orneat/
ferrous metals ~- was abov&dvrawar Joevels, Cutput of ferrous metals, ferro-

Approved For Release 1 012A000300010003-3



*  Approved For Releasg ]999/09/08 : CIA-RDP79R010124800300010003-3

SECRET

alloying elements, coal, electric power, petroleuvm, chemicals, textiles, and
macbine tools had reacbed, and in many instances surpassed, prewar levels, TFro-
duetion in most lines was continuing tc expand, and the transportation system
vas supporting more than twice the prewar volume of traffic,

4, Still, as of mid-19 ), the mergin of safety in the political and econ-
omic stebllity of the Titd regime remained slight, deriving for the most part
from popular linertia and tbe efficiency of the internal security system ratber
than from 50116 support br the population.

Yagpitude of the Currept Feonmomic Crisis.

5, During the summer of 1950 an extenzive drought materlally reducing
agricul tural producition-esS=som=mbeinis in Yugoslavia has created arn eccnomic
crisis that seriously tbhreatens the stability of the Tito regime. Overall grain
production in 1950 will amount to 5.2 million tons, or epproximately one-third

" less than the 1949 production of 7.6 million tons. In addition there are sub-
stantial shoritages of potatces and oiber vegetables. Grain shortages and burnt-
out pasturage are causing the excessive glaughter of livestock, destroying the
long-term prospects for meat supply. Iuring the course of the winter deficien~
cies in agricultura. products will cause evtreme hardship and some outright
starvation in the absence of substantial imports of foodstiuffs.

6. The effects of the current economic crisis will be felt primarily by
the urban population, but belt-tightening will be necessary throughout the coun-
iry. TFxisting governmert stocks of grain and otber foodstuffs probably will be
reserved for the armed forces. Consequently the Yugoslav preople can expect a
critical deterioration in their standard of living. TFood prices on the free
wmarket will continue to rise and stringent food-rationing will be escential,
logs of egricultural exporis will cause a reduction of total 1950 expeorts by
approximately one-fourth (£50 milllon) and in turn wil) require a substantial
cotback in the importation of consumer goofs and raw materials for light ine
duetry. 4s a result, there‘will be a seriocus inflationary threst to the entire
2CONCHY o

7.

3} Yugoslavia is incapable of financing emer-
gency food purchases from the Test because 1ts foreipgp exchange reserves, inelud-
ing the increments fror Uf and otber “estern financial aid, are rearly depleted

by purchases and commitments for import. 4 cutbeck in the basic Five Year Plan
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of economic development would provide only linited. funds for the purchase of
foods. WNetbing short of substantial Western assistancea can alleviate the
strein on the Yugoslav QCONOEY .

8. The following imports are estimated ts be esgential to meet domestic
requirements until the 1951 harvest becomes avallable: grain for food and feed
1.1 mililon tons, beans 30,000 tons, fats 20, 000 tons, sugar 20,000 tone, and
potatoes and vegetables 300,000 tona. (The official Yugoslav Government requesy
for foodstuffs, %%%%s%ﬂ cost aboat
3703000,000.) In addition, to slieviate en gsecute sbhortege of consumers goods,
vhick bag seriously reduced the incentive to work, cotton and wool purchases
from abroed for use in clothing should be obtained in the following amounte:
24,000 metric tons of cotion (%20,000,000) and 3,000,000 pounds of wool
(#2,300,000).

Internal Fffects of the Crisis,

9, A3 a result of the drought and its effect on the Tugoslav ecovomy,
the stability of the Tito regime bas deteriorated sosleumsige Teasant bostility
toward the regime hes already resulied inm a number of violent local disorders.
If the level of rursl llving.conditions declines furiher under the impact of
the drought, and if local authorities exert increasing pressure to extract
food quotas, as seems inevitable in the absence of copsiderable outside aid,
it ie possible that locsl disorder will spread and become more diffioult to
control. A sharp decline of the already low living standards will undermine
the morale of the lebor forcé?%éf%%%%éﬁing its efficiency and output, The high
level of absenteeism and lgbor turn-over evidend® during the past year already
has slowed down Yugéslavia'a economic reconstruetion and development. Vestern
observers bhave reported during the paat'summer that criticism of the regime’s
failings is general and ocutspoken. There are @™ indicetions that some of
this eriticism stems from the ranks of the Yugoslav Communist Party, particulariy
in Slovenia and Croatia. A4lthough charges of Cowinformism were recently leveled
at three memwbers of the Groeatisn Republie Government, there is 11ttle evidence
that Cominformist sentiment is widespread within the Party or that discontent
with the regime springs from this sourcs. Tﬁ:g%gtgglgf current criticism is
5imply the apparent failure of the Tito Government to establish Yugoslavia'e
viability ocutside of the Soviet orbit.
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Cominform Atempte to Txploit the Crisis.

10, Although previons efforts on the part of the Cominform to fomeat in-
ternal resistance and to win adherents among Yugoslav Communists heve been
uneuccessful , growing economic privations and hardship will fzeilitate the
spread of Cominform propagenda., At present the Cominform is ignoring the
drought and concentrating on "growing popular resistance® to Tito's export
progrem and his "sell-cut" to Vestern "imperialiste.! There ere indications
that this propaganda is gaiéf%%%?%higéectivenass, not only with pro~Cominform
Communists, but also with Yugoslav rnon-Communlsts.

the
11. FKevertheless, despite/economic crisis, the Yugoslav security forces

" probably are strong enough and efficient enough to waintein internal order

during the next few months in the sbsence of a substantial increase in Cominform
subversive activities, If the hardshipe brought on by theeconomlc criesis are
not allevisted by outside aid, the maintenance of internal securlty would place
a heavy materizl and pesychologicel burden on the Yugoelav government«

12, The Cominform probably will increase the efforts of its agente in the
fields of espionage, subversion, sabotage, the fomenting of labor unrest, and
possibly attempts to assassinate Yugoslav leaders. Although underground pene~
tration of Yugoslavia by Cominform agents presents exceptional difficulties, a
1imited clandestine traffic across the Yugoslav frontiers has existed for some
time. and there are in neighboring countries a number of camps 2ngeged in train-

ing Cominform partisans for operations in Yugeslavia. Im fact, some of the
recent ostensibly sponteneous pemsant uprisings mey heve been directed by
Cominform agents, Although anti-Soviet feeling among the Yugoslev peoples is
so strong as to wake unfeasible the conduct of guerrilla activities under the
banner of Cominformism, the USSR can increase its efforte to explolt Yugoslav
popular disconitent, national antegonisms, and sepﬁr&tist tendencles, Prolonged
disorder and tension thus susiained eventually could lead to the formation of
a so-called Yugoslav "resistance" goverrrent actually subject to Soviet domina-
tion. Suech digorder also could lead to 2 Soviet or a Satellite attack on Yugo~
siavia, probably in support of a "resistance™ government.

Prospects of the Tito Regime for Survival.

coul next s+
13. It ic uncertain whether or not the Tito regime mc,survive the ;“rx
- tecivb {
months 1f there should be no Western ald and if the Cominform sho&iﬁé&ncreaseé

its efforts to underminoe the government. These two conditions are likely to

hao
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gc band ip hand, since the sheenca of substantial outside sssistance mould
alrost certainly encourege the Cominform te exert ite maximum effort against
Tito. There ie at least an appreciable chance that the combinstion of interaal
discentent and Cominform-directed subsersive pressure would diseredit the
regire and either break 1%z Lold on the country or establish local guerrilils
strongholds from which 1o bring aﬁout the eventusl overthrow of the governrment,
Fven if the Tito regime should survive the eurraent crisis undar these circuw-
stances, as it might, its ideologleal arpeal as= an embodipent of independent,
non-Soviet Comrunism would be severaly limited.

4. The possibllity of theGverThrom ee critical weakening,of the Tito

regime in this wey is the primary threat implicit in the current economic crieis,

A sof'tening of Yugeslav defenzive capabilities and will-to-resist right occur
end right in the course of the next year bs factor in brirgng on a direct
military attack by the USSR or, wove likely, hy tﬁ%f&i@igzifzuzfgies nelghboring
on Yugeslavia. Thie factor plone. howsver; will not be decisive in Soviet
strategy, which »ill be dflelated more by the Seviet estimate of the world balance
of powsr and of “estern resction to sn attack on Yugeslavia then by the internal
Yugoslev zituation.

15.  In the absench of open mtiidary altack, and with culside aid to alie-
viate the bardships of the people, the Tite poverrment probebly will survive
tthe erisis, There are ro indloations as yet that Tito is fecine a major insur-
rection or critical def'ections from the party and government hierarehy. His
security forces should be capable of comirolling locel disturhandes during the
%ﬁﬁ%ﬂrﬂe of the Yugeslav arwy dosa not yet Eppear tn heve been sari-
ously weakened or ite combat-readinaps jecpardized. The ssme Western observers
who have reported eriticism of the regime also state thet the population gener-
ally is facing the prospset of a difffeult winter with resignatlion. Thu dis-
puteh with wbich Tito eppesled to the Yest for aid ard the widely publiciged
US amouncerent thst food was being sent to Vugoslavia have probably eased
Yugoslav fears of wideapread ptarvation. Under these e¢lrcurmtanzes, the inter-
nal eitvation in Yugoslaevie during the next fews montha, thovgh criticsl,
probably will not cause the fall of the Tito regime or be ihke decisive factor
in brinting on e Soviet or Satellite attack.
Gonsequences of the Survival of the Crisis by the Tito Regire.

Yosl of the Yugoslav people, inciuding meny Communiats who Joined the
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tarty larzely for opportunistic reacons, are baeically pro-Western in sentiment.,
They lave been uncourspged by recont €vidences of closer tles betreen Tito and
the tert, ax well as by the hope that the Government w111 continue to rodify semeof the
hars har ashects of

ST Trlerasl polictes. Wost of the relatively ersll nurber of Yupeslaw Commu~
niste vho «wdd faver a return to the Corinform fold probably are under the
survelllance of tis Security Police. The Tite regime itself ie most unlikely
o crocne a politicel reconciliation with the USSR as the way out of any erisis,

highl

even ir tna&dung h:.ely event that the USSR would once rore reverse its party-line
en Tiie, I spdte of the demaging effects on the international Communist rove.

veat. IF Tito cbisins iwperatively needsd food » equiprent und suprlies fron

the Tesl without assuming the rnle in International affaire of a US "satellite,®

ais rosition both es party and national leader would rerain comparatively secure,
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